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The topic presented in this issue of Official Publications deals with
various aspects of the proper uses of cost data in the management of a
business enterprise. Our Hartford Chapter devoted one of their regu
lar monthly meetings to a study of this subject and had presented before
it two excellent papers which together give a unified view of the subject.
The one of these papers entitled, “The Executive’s Viewpoint in Refer
ence to Cost Figures” is by Mr. E. Kent Hubbard, President of the
Manufacturers’ Association of Connecticut; the other paper is by Mr.
J. Ernest Andrew, Factory Manager of the Wallace Barnes Company,
Bristol, Connecticut, and treats of Cost Figures from the Viewpoint of
the Factory Executive.
The increasing interest in giving to all executives, regardless of
grade or function, statistical data showing the results of their work
augurs well for a more intelligent era in business management. The
setting of standards or goals to aim at and measurements of actual ac
complishment will go a long way towards relegating to the scrap heap
the day of guess-work and “hunch.” These papers point out the essen
tials to the accomplishment of that desirable end.
Mr. E. Kent Hubbard is a graduate of. Trinity College, 1892. He
immediately entered the employ of the Russell Manufacturing Company
of Middletown and was with that concern until 1913, when he resigned
from the office of Treasurer. That same year he organized the Maxim
Silencer Company of Hartford and remained with that concern for two
years, resigning as President of the Manufacturers’ Association of
Connecticut with which he has been ever since.
Mr. Hubbard is a member of the Connecticut State Board of
Finance and helped to place the finances of the state on a budgetary
basis. The recent success of the refunding of the N. Y., N. H. and H.
Railroad Company’s $23,000,000 European loan was due in no small
measure to his efforts.
Mr. J. Ernest Andrew, after completing his course at the Bristol,
Connecticut, High School, entered the employ of the Wallace Barnes
Company, spring manufacturers where he has been successively junior
clerk, shipping clerk, price clerk, paymaster, foreman, and consulting
engineer. He now is works manager of the company. He is a member
of the Society of Automotive Engineers and is secretary of the manu
facturers’ division of the Bristol Chamber of Commerce.

THE EXECUTIVE'S VIEWPOINT IN REFERENCE TO
COST FIGURES
E. Kent Hubbard
The average executive looks upon cost figures and the work
of the cost accountant as a mysterious juggling of figures which
sometimes tells the true condition of affairs and which sometimes
does not. Whether the fault lies with the executive or with the
cost department I am not prepared to say. However, I am inclined
to feel that the blame must be taken jointly. The work of the
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cost accountant is, necessarily, highly technical. He must know
practically every phase of the business with which he is connected.
Being of a technical turn of mind he sometimes overrates the
intelligence of the chief executive. It is principally that phase
of the situation concerning which I should like to speak tonight.
I have often said that the man who could do today what he
will do tomorrow with today’s experience would be a wonderful
man indeed, and yet I believe that it is possible to make just such
men. The question immediately arises—how can this be done?
Both as an industrialist and as a member of the Connecticut
State Board of Finance, I am thoroughly sold on the budget idea
of conducting business. I start with the budget idea in this
talk because I believe that it is the basis upon which we must
build all other systems and regulate all other activities, whether
they be industrial, commercial, financial or governmental.
In my opinion a thorough understanding of budget procedure
and its careful application is indispensable to proper management.
The budget is not a mere set of forms on which to display a
schedule of figures, first to show the expectations and then the
actual performance. This in itself is a big factor of control. It is
a great deal more than this however. It outlines the proper method
of thinking for every man in the organization. The development
of the idea of organized thinking, such as is brought about by the
establishment and maintenance of a budget system is the job of
the cost department, whose tool is not only the cost system which
it employs but the budget upon which that cost system is based.
This method of thinking on the part of an organized group of men
is, I believe, a most important factor in realizing the maximum
results from their combined energies and resources.
One of the major distinctions between organized effort and
individual effort is the necessity of recognizing the principle that
in organized effort individual opinion can never with safety be
allowed to materialize in any conclusions which result in expendi
tures of capital or the changes in processes. In other words in
organized effort there must be a concurrence of opinion before
such action can result. The preparation of a plan, its incorpora
tion into the budget, and its follow-up through budget procedure
assure that this concurrence of opinion is injected not only in the
initiation of the desire to do but in the expression of satisfaction
and recognition of accomplishment which are essential in creating
that incentive in a group of men if the greatest gain from their
energy and resourcefulness are to be secured.
This brings me to a point which I always attempt to make
when speaking to any group of men who are connected with in
dustry. I call the subject of this point “Secretive Management.”
Secretive management is that type of management which feels
that only the financial officers and chief executives should have
any idea as to what goes on within the plant. My opinion has
always been—and I have backed that opinion with actual in
auguration of the system in the industries with which I have
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been connected and in the organization which I now head—that
everyone from the chief executive to the machine operative should
have a knowledge of costs and of financial conditions. By that I
do not mean that a detailed financial and cost statement should be
posted in conspicuous places throughout the plant, but I do mean
that each individual in the organization should be given some
idea as to the part which he or she is playing in the creation of
costs and the production of income. For example, to what extent
should cost records be brought to the attention of the plant fore
man? Personally, I believe that all cost records in connection
with direct labor, direct material, indirect departmental over
head, and direct overhead, together with the administrative and
commercial overhead should be given to the foreman. It is the
custom in many plants (I should say in 90% of the industrial
plants) to keep all of this information from the foreman. True,
many industrial managers see the advantage of giving foremen
certain limited cost data. This, as I view the situation, is a step
in the right direction, but it does not go far enough. If, however,
fear does exist in this connection I see no reason why any fore
man in any plant cannot be given complete comparative figures
worked out in terms of percentages of increase or decrease. These
percentages can be given without disclosing actual cost figures.
And so through the entire organization, from the head down to
the machine operative, each person in the organization should
know something of what it is costing his concern to keep him at
work. He should know, moreover, whether or not he is making
his own way or whether he is a liability to the concern. Modern
developments in industry, or, rather, the strong tendency toward
democratization in the conduct of industry, makes the question
of secret management one of very practical importance. Perhaps
I may sum up my views in the following way.
What is an industrial unit? It is, essentially, a plant, a
group, a center about which a required number of men and women
gather in order to perform cooperatively their share of the in
dustrial service of the world, that each may receive, presumably,
in proportion to ability and effort, or to the amount of cooperation
lent, what is called a living. Of course, there enters into such
consideration the part that capital plays, essential discipline, the
necessity for leadership by management, and the vital applica
tion for success of a single minded plan of operation and progress.
If management wants cooperation, the employe wants a hand in
the game. He wants to feel that, if he casts his lot in cooperative
effort toward the success of the group of which he is a part, his
function shall not be merely one of “whistle blow and hustle”
but of intelligent confidence and the opportunity to enjoy reason
able stability.
Consciously or unconsciously this is the fundamental thought
of the average operative. Under this theory of industry how
completely shall management be secretive? Personally, I believe
that the secrets of management should be few, for only upon in
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telligent action, based upon knowledge of all conditions can in
dustry prosper.
Since I may appear to have rambled, I want to summarize my
thoughts thus far. In the first place, I believe that the establish
ment and maintenance of a budget system is probably the most
important factor in the success of any governmental, commercial,
financial or industrial enterprise. In the second place, I believe
that the secretive management of the past cannot long endure.
In both of these fields the cost department of any organization
must play the leading role.
The next point which I should like to make is the method of
transmitting necessary information to chief and sub-executives.
In illustrating this point I should like, if I may be pardoned, to
cite my own experience. In a certain organization of which I was
an executive officer, I found that because of the diversity of
problems which were constantly presenting themselves, both from
inside and outside the organization, I was unable to keep my mind
completely alert so that I could solve all problems intelligently.
Accordingly, I developed a system of departmental reports. Un
der this system the head of each department reported weekly on
the various problems which had presented themselves during the
six-day period. If the problems had been solved the solutions
were set down. If they had not been solved, solutions were re
quested. In addition, suggestions were made concerning the con
duct of the particular department head’s own department or the
coordination of his department with other departments. This
system worked very well for a time, but I found that I was prac
tising “secretive management,” that while I had a complete idea
of the problems of all departments, the individual department
heads did not understand the problems of each other. I then
developed a plan whereby weekly conferences were held, at which
time were discussed each one of the departmental reports. One
of the practical furnishings of my office was a large chart rack
on which were placed on shade rollers all of the information in
chart form with which I or any executive or sub-executive in the
organization need be acquainted. These charts were kept up to
date and were revised weekly. It is interesting to note that no
futile arguments ever took place in the room in which those charts
hung. If any particular department head or executive wished
to illustrate a point he had only to pull down a certain chart. The
charts included standard business charts and covered all phases of
manufacturing and cost within our own plant, analyzed and syn
thesized, as well as charts illustrating general business conditions
as they affected our particular industry. The general charts par
alled the chart lines of our business. If this comparison revealed
the fact that unwise competition was forcing prices, we profited
by waiting until the price dropped. We could see at a glance the
fluctuations which from time to time would ordinarily, under any
other system, have troubled us to a considerable degree. If early
buying is excessive, later buying usually slows up and this leaves
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an easy market. On the other hand, we immediately got busy if
our charts indicated that competitors’ purchases threatened to
cause a scarcity which might cause us embarrassment.
As you can understand, therefore, I am a firm believer in the
method of presenting facts through graphic analysis. The av
erage chief executive does not have the time, the intelligence, nor
the inclination to pore over numerous columns of figures, in order
to determine one small fact with which he should be acquainted.
In this respect, I may say that I believe the average cost accoun
tant is particularly deficient. He understands his own figures
but he does not put them in such form as to make them readily
available to chief executives and sub-executives who are to use
them. To summarize, therefore, as a third point which I am try
ing to make, I believe that wherever possible information for ex
ecutives should be put in graphic form; that such graphs should
be drawn upon large charts which will hang in the office of the
chief executive or in the conference room in which all departmental
heads meet.
When I think of the title of “executive” of an industrial concern
I think not only of the chairman of the board of directors or the
president; I think of everyone who perfoms any executive function,
and this includes every official from the sub-foreman to chief ex
ecutive. For this reason I have always followed the procedure
of supplying all who perform executive functions with information
and material which will allow them to function efficiently and
effectively. I have spoken of “organized thinking” and by this
I mean that all executives within the plant must speak the same
language. In order to bring this condition of affairs about I be
lieve it is essential to create a statistical department either as a
part of the cost department or as a separate unit. To this statis
tical department should come information from all departments
to be translated into the same language. There is danger, in an
organization where such correlation does not exist, of the presdent’s receiving incomplete information which allows him to ar
rive at erroneous conclusions.
The board of directors of an organization, forming as it does
the chief advisory body, must receive monthly income and ex
pense statements. Such a statement should include the net in
come, plus depreciation charged, which is equivalent to changes in
assets, plus liability as reflected by the balance sheet plus dividends
declared. The board should be advised of the amount of net in
come necessary to satisfy preferred stock requirements and should
be made to see clearly the amount remaining to satisfy common
stockholders. Profit and loss statements, a balance sheet, a state
ment concerning additions to plant, production figures, employ
ment figures, and a general statement of business conditions as
they affect competition should be a part of any report to the direc
tors. In the case of some boards of directors it may be found
necessary and advisable to present this information in the regular
form; that is, through presentation of compiled figures. In a
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majority of cases, however, I believe that a graphic system of
presentation of these facts should be employed.
The president or chief executive of an organization should re
ceive approximately the same information which is given to the
board of directors; in fact, it is generally he who presents this
material personally. The information which comes to his desk in
the form of graphic charts, supported by detailed financial state
ments should include profit and loss statements for the month, ac
cumulated for the year, together with comparative statements
showing previous years and corresponding months of previous
years, a balance sheet, detailed cost sheet, figures and graphs show
ing production, stock, sales, orders (filled and unfilled) and a graph
showing the balance of production and distribution.
It is important always to remember that the chief executive
is interested in prophecies based on actual facts. Forecasts should,
of course, be kept entirely separate from statements of fact, but
early closings should be the rule since the chief executive cannot
deal with post-mortems, except as a guide to future action.
The general manager should be in possession of facts similar
to those directed to the attention of the board of directors and the
chief executive. In addition, he must be entirely familiar, through
a system of daily and monthly reports, with conditions of labor,
materials, supplies, power, overhead, depreciation, work in process,
sales, etc. In this connection I have always felt that the heading,
“Plant Overhead” has caused more financial failures than any
other single factor with which modern industry is concerned. It
is the custom in many establishments to make this account the
dumping ground for all sorts of expense items. In my experience
I have found that overhead cannot safely include anything which
can possibly be included under departmental expense. Even in
the matter of light and power, I have found it advantageous to
break down the cost for each department. It is the only method
by which leaks can be determined, and it is the only method by
which the lay-out department of any plant can work intelligently
to correct errors.
The sales manager, the purchasing agent, the traffic manager
and the advertising manager must also be in possession of all facts
if they are to aid in the co-ordination of the work of the entire es
tablishment. Not only should the sales manager, for instance,
receive figures and charts on sales, quantity and value of stock,
unfilled orders and shipments against contracts, but he should re
ceive a comparative financial monthly report, including advertising
costs, costs of sales and details of selling expenses. The sales
manager and the other executives whom I have mentioned should
approve all items of expense for their particular departments. It
should not be their function, however, to render reports directly
to the chief executive nor to the board of directors, if the organiza
tion is of any considerable size.
I have attempted to develop five thoughts which I should like
to have remain with you.
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1. A budget system is the basis of well ordered management.
2. The development of a common language which can be un
derstood by all executives within an industrial organization is es
sential if “Secretive management” is to be eliminated.
3. The creation of a statistical department is necessary to
the carrying out of this idea.
4. This idea can best be carried out in my opinion through
the utilization of the graphic method of presentation of facts.
5. Facts should be transmitted to all officials who are respon
sible for initiating action.
I do not wish to pose as a sage in attempting to forecast im
mediate business conditions, but past experience shows so clearly
human incapacities that, in conclusion, I am going to venture a
warning.
We have just passed through a period of depression, or rather
a period of “business hesitation.” Such a period is always fol
lowed by one of prosperity. The danger then is, that, finding it
unnecessary to practice such rigid economy as during depressed
periods, many manufacturers may be carried away into unsound
practices.
It is a well-known fact that we learn little of permanent value
during prosperity. On the contrary we form harmful habits of
extravagance and waste. The most helpful experience comes to
us when we are faced with adversity. It is then that we are forced
to economize, to eliminate waste, and to perfect our organization.
The difficulty lies in the fact that we soon forget our lessons.
Hence the warning which I am attempting to sound.
We must make up our minds that there is no secret method
for the success of any enterprise. We must utilize the experience
gained during periods of adversity and we must be ever on the
alert for the “leaks” which undermine our finances and our pro
duction.
The cost or statistical department is the “watch dog,” the
“fuse” and the “safety valve” of your organization. Develop it
to the highest degree and guide your actions according to its fore
casts and statements.
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COST FIGURES FROM THE VIEWPOINT OF THE
FACTORY EXECUTIVE
J. ERNEST ANDREW

In thinking over the subject given me I have found a great
deal of difficulty in picking out a good starting point. However,
I will try to group my thoughts under two main headings: First,
I want to talk about cost figures, and then I want to present some
points for the cost figurer, which I hope will be helpful.
A favorable regard for real cost figures came early in my
experience. I still remember being told by a home-brewed cost
man of those days—he is not present; he is not “costing” any
more—that the small department I was then in charge of had a
higher overhead than that of another department comparable with
my own.
True to the instincts of every shop man of every age and in
every factory, I went stamping to the mat with those insinuations;
but it was a very unsatisfactory fray. I did not know an “over
head” when I met one, and the “coster” would introduce nothing
to clear the fog. That experience left me with a cost complex in
my system, so that in coming here tonight I am determined to
urge you to lock your technical terms in the recesses of your mind
when talking costs to shop men. The difficulty encountered here
is that the terms you use are not technical to you. They are the
language of your councils, your books, your discussions, and, worse
yet, they are the terms you think in; and to translate them into
shirt-sleeve shop talk will not be easy for you, but it will make your
message understandable to the other fellow.
Then the figures must mean something. By that I mean you
will find the average shop man much keener than you realize to
put to work the information you have gathered together. But
he is not very much interested in the water that flowed over the
dam last year, or last month, unless it helps to solve present prob
lems. The reason is this. Most shop men are loaded up with
mechanical problems, personnel problems, production schedules,
etc., and to recall the ghosts of yesterday seems but an added
burden to a full day.
To accelerate cost results of the past so that they will have
a use in the solution of the problems of today is probably one of
your most vexatious problems.
Let me illustrate what I mean. A mill not many miles from
here was put in operation a few years ago. One man undertook
to construct, operate, manage, engineer, and purchase in addition
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to the work of figuring costs. Everyone else in the organization
had to take his “say so;” and even an excellent “say so” is not
very satisfactory in many cases. The result was confusion, doubt,
bitterness, jealousy, and, eventually, a different arrangement.
Under the new arrangement an up-to-date cost system was in
stalled. It has required about two years to make it work smoothly,
but this week the superintendent of that mill told me he liked the
new system and was working even now with the Cost Department
to perfect it still further. But the main reason why he liked the
new system was because five minutes after an order was com
pleted he could get his costs. This means that any shortcomings
or overreachings can be investigated immediately and cures in
stituted for the benefit of work still uncompleted.
Here is another illustration of the value of immediateness in
cost work. I sat in an important conference in a New York hotel
one day this month, and the advisability of cancellation of an un
completed job came up. At 11 A.M. a ’phone call over the long
distance was put through, and at 2:15 P.M. the exact cost of that
job to date was ’phoned back to the conference and the job was
continued.
The value of such information, obtainable still hot off the
griddle, is very great; not only for the sake of the information it
self, but for the influence it has on the mind of the customer. It
has been well said that appreciation is the first rule of toleration.
Another point I want to make is that good sound cost figures
make snap judgment unnecessary and undesirable. I have wit
nessed some of the results of snap judgment and I have never seen
any to be particularly proud of. Let me illustrate what I mean.
The boss who listens to the honeyed phrases of his workers
can easily work a surprising injustice in his department, while the
boss who can secure dependable cost data can be a model of justice.
The superintendent who comes stalking into a department un
heralded may see the biggest “dumbbell” on the force pegging
away industriously, while the brightest man in the room may for
the first time in a week be caught conversing with some one about
the coming eclipse, or some other topic. Summary action may
follow to assuage the “super’s” ruffled feelings, and the age-old
sore of capital and labor is prodded once more. A study of every
man’s actual record as set forth by production or cost records
might be very wholesome reading to a superintendent of that kind.
So far in this paper we have discussed three phases of cost
figures.
1. Simplicity.
2. Making them immediately available.
3. Using them to avoid snap judgment.
Another point should now be considered, viz., that of the com
pleteness of cost records. There is an old pun that half knowing
a thing is worse than no knowledge, and I believe it is right. Some
time ago I was “on the carpet”—you’ll never get so high in busi
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ness but that some one can spread a carpet for you—because a
certain foreman’s overhead was mounting month by month, and
for a while I was nonplussed. I will let you in on a great secret;
if you are ever nonplussed, ask for time. Time will cure anything
if you get enough of it. Time will prove anything. So I asked for
time to consider the matter, and time showed me that the said fore
man had improved his mechanical process so that something like
sixteen men out of fifty had been eliminated. Of course, the divisor
in the arithmetical process had gone down and the quotient up.
But the point is that this did not show in the figures. They were
right as figures; they were wrong as a report. Perhaps it is not
the part of cost accountants to analyze and interpret the figures
they amass. But I plead for a completeness in the figures and
records.
Another phase of this completeness is that of frankness. I
have been making an interesting experiment in frankness. It has
had to do with the payroll, but serves to illustrate the point. In
one of our plants it has been the custom for a long time to be quite
reticent about telling the foreman the wage rates of the various
employees under his control. For three years now, I have taken
one of these foremen aside and given him complete data regarding
every person in his department. The result has been that he has
from time to time made recommendations that have been adopted,
and today his department is a model for regularity, peace, and in
dustry, and the rest of us scarcely ever hear a word about raises
from any of his employees.
Do not withhold the full story of what your records show
from the man who makes those records. How ridiculous it is to
employ a man to cut up your raw material, direct your labor, in
fluence your overhead, and make your profits or losses and then
not relate to him through the cost records the actual results of
his own actions. Of course, if he cannot give them honorable
hearing you have an excellent reason for appointing his successor.
Now, I want to say something with regard to the cost figurer
himself. Of course, he must learn his trade, master his technique,
know his business from all sides; but that is not all. He must
avoid perhaps more than any one else the condition known as the
swelled head. Not long ago in reading through a copy of the
Purchasing Agent, the mouthpiece of that department of busi
ness, I found set forth there some excellent reasons why the pur
chasing agent should direct the affairs of the entire organization
he serves. I defy you to go to any engineers’ gathering without
coming away quite certain that the engineers should direct the
course of action. I have had this paper in mind for some time, and
the other day I was in a distant city and sat at table with a group
of industrialists, a capitalist, a banker, two or three engineers,
and others. I spoke of this vainglorious attitude on the part of
many groups of professional men and was told that a very large
corporation, having a branch factory in this state, is now having
its policies dictated by its accountants. Already several men of
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many years’ standing have been dismissed, the Connecticut Branch
is now being combed because it has shown a loss, and—get this—
some one “in the know” admits that as soon as the accountants
secure complete control, they will shift certain depreciations or
“doctor” certain losses in order to show a profit and so justify their
control.
I do not need to elaborate on this; you have already condemned
it. But it points toward the necessity of working honor into your
actions. The point is not altogether that business integrity is at
stake in the instance cited, but that internal dissension has arisen
due to an overbalance in the proper organization of that concern.
If any of you are bitten with the “bug” of personal glory and
an insatiable desire to get personal credit for your work, let me
point to a very interesting bit of advertising now being done by
Hupmobile. Several department heads have been photographed
and printed in their ads, but none of their names are shown. The
advertisement reads that each man has sunk his personality into
the organization and that the organization as a whole is behind
the Hupmobile Company. Can your concern advertise that ?
I realize quite thoroughly that you each have serious problems
in trying to sell cost work to your organization. It is perhaps es
pecially difficult to sell to the factory. Let me close by recalling
from the old reader we had in common school the best story of
salesmanship I have ever read.
The North Wind and the Sun were arguing one day about
their respective abilities. The North Wind was sure he was the
more powerful, but the Sun was unwilling to admit it, so a contest
was proposed. Looking down on the earth they saw a way-faring
man with a heavy coat on, and they agreed that whoever could get
the coat off was the more powerful. So the North Wind tried first.
He puffed himself up and lashed himself into a fury and descended
upon the poor man with wintry gusts. The man turned up his
coat collar, buttoned his coat all the tighter, while he shivered in
the wintry blast. At last the North Wind became exhausted and
told the Sun to try his hand. The Sun came peeking out from
behind a cloud and sent his beams down upon the tightly-cloaked
man. It was not long before the man began to feel uncomfortable.
First he turned down his collar then he unbuttoned his coat, but
the insistent rays of the Sun kept pouring down upon him, and
before long the man pulled off his coat and the Sun had won.
A spirit of warm helpfulness rather than blustering vain
glory accomplishes much.
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